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UNITED OILS LIMITED 


DIRECTORS’ REPORT 


TO THE SHAREHOLDERS, 
UNITED OILS LIMITED : 


This report, together with the accompanying audited financial statements, covers the Company’s 
operations for the year ended December 31, 1954. Financial statements as at May 31, 1955, together 
with information on current activities to June 15, 1955, are also included. 


Following is a summary of significant developments during the period. 


1. Acquisition of 783,726 shares of Federated Petroleums, Ltd. 
2. Acquisition of 235,581 shares of Home Oil Company Ltd. 


3. Discovery by Federated Petroleums and Home Oil Company of a major oil field in the Westward- 
Ho area of south-central Alberta. 


4. Purchase by United Oils Limited of one-half section of proven property in the Pembina oil field. 
5. Participation in a major extension to the Nevis gas field. 


During the past eighteen months plans for increasing your Company’s participation in the Alberta 
petroleum industry have received careful consideration. The first phase of this program was the acquisi- 
tion of a major interest in Federated Petroleums, Ltd. and Home Oil Company Ltd., which companies 
control the largest independently owned light oil production in the province. 


Phase two will be the purchase and development by United of proven oil properties. On June 14 
the company purchased at Crown auction, a proven 320-acre lease located in the Pembina oilfield. Four 
wells will be drilled on the eighty-acre spacing pattern and immediate production will be approximately 
400 barrels per day. 


FINANCIAL 


Consolidated net expense for the year amounted to $904,072 which includes a change of $594,651 
in respect of surrendered leases and write down of royalty interests owned by Madison Oils Inc., 
United's wholly owned subsidiary. Due to the problems of royalty evaluation, the Company has adopted 
a conservative policy in valuing royalty interests acquired by Madison Oils during the year in exchange 
for properties at the nominal amount of $1.00. They are believed to have a value considerably in excess 
of this amount. 


Your Company is the largest shareholder in Federated Petroleums, Ltd., owning 1,024,121 shares, 
representing 28% of the outstanding capital stock of the Company. United also owns 235,581 shares of 
Home Oil Company Limited which, coupled with Federated’s holdings of 604,779 shares, represents 
35.6% of the outstanding capital stock. 


Reference is made to the activities of Federated Petroleums and Home Oil Company in this report. 
United's investment in these companies is shown on the balance sheet at a cost of $5,590,851. At the 
date of this report, these investments have a market value of $7,688,928, representing an appreciation 
of $2,098,077 over their cost. 


EXPLORATION 


NEVIS 


United has increased its interest in the Nevis gas field by participating with Federated and Cana- 
dian Gulf Oil Company in the purchase of a drilling reservation comprising 3,844 acres. A map is 
included showing all lease holdings in the Nevis area. 


Two substantial extensions to the Nevis wet gas field, situated 120 miles northeast of Calgary, have 
recently been drilled by the Federated-United-Gulf group on this drilling reservation. United has a 12%2% 
and Federated a 37'2% interest in this drilling reservation which will be converted to a 3,844 acre gas 
lease. The first of these wells, located in Section 30, Township 39, Range 21, a two and a half mile north- 
east stepout from nearest production, found 90 feet of excellent gas pay in the Devonian D-3 reet. 
Although no production tests have been run to date, drillstem and pressure data suggests that the well 
has an open flow capacity in excess of 50,000,000 cubic feet per day. The second well, 3% miles due 
north of the first extension, in Section 18, Township 40, Range 21, found 45 feet of gas pay in the Devonian 
oe a9 tes two extensions are believed to have doubled the previously known gas reserves of the 

evis field. 


PEMBINA 


___On June 14, 1955, United Oils Limited purchased at Crown Auction a 320-acre tract located in the 
middle area of the Pembina oilfield. The Company is proceeding immediately with drilling arrange- 
ments and it is estimated that four wells will be placed on production within sixty days. 


MADISON OILS, INC. 


Operations during the past two years in the Williston Basin portion of Montana and North Dakota 
have been disappointing for.many operators. In view of the results of the exploration activities in this 
area your Company's wholly owned subsidiary, Madison Oils, Inc., proceeded on a policy of farming out 
properties in 1954. Madison also sold 94,000 acres for cash consideration plus retaining overriding 
royalty interests. ; 


~ 


The transactions completed during 1954 will result in a substantial reduction of rentals on the 
Company's properties. 


ASSOCIATED COMPANIES 


Federated Petroleums and Home Oil Company continued an aggressive exploration program dur- 
ing 1954 and your Directors are pleased to report that they have met with success in two important 
exploratory ventures. 


A map showing the land holdings of the Companies in central and Southwestern Alberta is 
included with this report. 


CREMONA -WESTWARD-HO AREA 


Early in 1955 a Mississippian oil discovery was made by Federated Petroleums, Home Oil and Hudson's 
Bay Oil and Gas Company on a 2-section unit in the northern portion of the 72,000-acre checkerboard spread 
of leases which is owned by Federated and Home. The discovery well, Hudson's Bay-Oilwell Operators 
Westward-Ho No. 1 was completed flowing 1002 barrels per day of 35 gravity crude from 74 feet of 
gross pay thickness of Madison limestone. More recently, within the two-section unit, a half mile south 
follow-up to the discovery was completed for 450 barrels per day and a three-eighths mile southwest off- 
set flowed 893 barrels per day. A mile and a quarter west stepout is now being completed as a producer 
from the same zone. Additionally, a mile and a half southwest stepout well is presently coring in the 
objective zone. Hudson's Bay is completing a two mile northwest stepout from the same pay zone. 


It is the intention of the Home-Federated group to proceed with development drilling of the proven 
properties. Initially, at least, four rigs will be operating in the Westward-Ho area. In addition, key explora- 
tory wells will be drilled to the south in an endeavour to outline the field. A location just announced has 
been selected in Section 5, Township 32, Range 4, and will be an important extension test well located 
seven miles south of the known limits of the Westward-Ho field. 


Approximately six miles northwest of the Westward-Ho discovery Hudson's Bay has completed 
three large producers from the Madison limestone porous zone in the Sundre field. The north end of the 
Home-Federated spread of leases is within two and a half miles of this new field. 


A large gas distillate discovery was made in 1954 by Great Plains et al, 11 miles southwest of 
Westward-Ho and from the same productive formation which produces oil at Westward-Ho and Sundre. 
It is presumed that this well entered the gas cap of a large oil accumulation lying down-dip two or three 
miles to the west and extending northerly into the Westward-Ho area. The Home-Federated checkerboard 
spread of 72,000 acres extends along this trend for a distance of 20 miles. 


Federated and Home own a 16.9% and 50.6% interest respectively in checkerboard leases cover- 
ing 72,000 acres in the Cremona area. The lessor reiains the right to participate to the extent of 25% in 
any well drilled on the lands. 


PRIDDIS AREA 


The Shell-Home-Sarcee No. 1 discovery well, located twenty miles southwest of Calgary, was 
completed with an initial daily flow of 52,000,000 cubic feet of wet gas from the Madison limestone. 


Home Oil owns a 15.9% interest in the 3,520-acre unit in which this well was drilled. Home and 
Shell Oil each has a 50% interest in approximately 9,280 acres and Home has a further 100% interest 
in 3,020 acres in the general area. 


A second well, Home-Shell-Priddis No. 10-19, located 2¥2 miles southwest of the Sarcee discovery 
well, contacted the Madison pay zone approximately 700 feet lower than the Sarcee well. On test, this well 
produced gas and salt water, and was abandoned. The well is, however, significant in having determined 
the gas-salt water interface and will provide information for an evaluation of the Priddis structure. It is 
believed from the results to date that a major gas field will be developed in the Priddis area. 


HIGHLIGHTS OF OPERATIONS : 


Following are the highlights of your associated companies’ activities during 1954: 


Federated Home Oil 
Petroleums Company 
Income. from oil and gas production = ee $1,365,157 $4,653,317 
Net income, before depletion and depreciation =... $ 265,560 $2,182,256 
Expenditures on exploration properties and development ~~ $ 913,141 $2,969,573 
Net crude oil production—-boanels' 2. = 2 370,403 1,601,352 
Net average daily crude oil production—barrels _...-__ 1,015 4,386 
Wells drilled in which companies have an interest —_.._.__.._.. 14 39 
Net wells owned (end of 1954) — 
Oil SS ee ee ene 71.5 114.8 
GOs ar eee ee ee eee eee 2.6 2.8 
Acreage held (end of 1954) — 
Gross i430 ee ee a ee 283,202 674,865 
LS [-) Sneraueedonaenitiann Teter ret Meet = STU ied es als ode! oh Ba a SPS. 76,024 245,744 
EXECUTIVE : 


Following the last annual meeting of the Company, Mr. F. J. Green, for 25 years President of United 
Oils, was elected Chairman of the Board of Directors. Mr. R. A. Brown, Jr. of Calgary was elected Presi- 
dent to succeed Mr. Green. Mr. J. A. Scrymgeour was appointed Vice-President and Managing Director 
in August, 1954. Mr. W. H. Atkinson, Treasurer of Federated Petroleums, Ltd. and Home Oil Company 
Limited, was appointed Treasurer. During the year, Mr. W. M. Connacher retired after serving the Com- 
pany as Director and Secretary-Treasurer for forty years. 


On behalf of the Board, 


R. A. BROWN, JR., 
Calgary, Alberta, ; President. 
June 15, 1955. 
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ASSETS 


CURRENT ASSETS 


INVESTMENTS, at cost 


Federated Petroleums, Ltd. 
941,771 shares of capital stock 


(quoted market value $3,814,173) 


Home Oil Company Limited 
184,811 shares of capital stock 


(quoted market value $1,478,488) _..__ tea re 


Other. investments: 2.22 ee ee eae 


PROPERTY AND EQUIPMENT, at cost 


Lands, leaseholds, rights and development 


thereon 
Producing 


Less—Accumulated depletion 
Non-producing (Note) axes 


Equipment, furniture and fixtures 


Less—Accumulated depreciation 


UNITED O1 


AND SUBSIDI 


CONSOLIDATED BALANCE SH 


eee Ae S 97,250 
Petit Has. 74,787 $ 132,037 
esa es b= 3 $ 3,252,010 
Be is SAL 1,465,875 
RRS ASD, 700 4,718,585 
$ 3,929 
1,138 5 2,791 
911,444 
$ 1,484 
929 555 914,790 
$ 5,765,412 


The accompanying noie to financial state 


) LIMITED 


’ COMPANY 


. AS AT DECEMBER 31, 1954 


LIABILITIES 


CURRENT LIABILITIES 


The Canadian Bank of Commerce— 
Demand loon: (Sectired) cr wets hove lei ee, 


Fe NROTa) UA) FUR 0 i901 (= Ne 7a 0d tl ln Meet ye Os AGN a al el Ae 


Dueiier qiicted companies i. si. 08 oe 


CAPITAL STOCK AND DEFICIT 
Capital stock 


Authorized— 
7,000,000 shares of no par value 


Issued and fully paid— 


As at December 31, 1953 _.... 4,099,256 shares 
Issued in 1954 for shares 

of other companies __......._... 2,200,000 shares 
TOG ISSUCC aot he 6,299,256 shares 


PUGH C eae He ee ree tard era. Ree een ik yee ye oe 


Signed on behalf of the Board: 


R. A. BROWN, Jr., Director 


FRED J. GREEN, Director. 


ts is an integral part of this balance sheet. 


6 3,250,000 
3,761 
208,151 $ 3,461,912 


$ 1,796,163 


1,536,396 


$ 3,332,559 


1,029,059 2,303,500 


® 9,765,412 


UNITED OILS LIMITED 


AND SUBSIDIARY COMPANY 


STATEMENT OF CONSOLIDATED NET EXPENSES 
AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 31, 1954 


General and administrative expenses 
(including executive remuneration $13,883 and legal 


fees $336) _......--.... Cosa Re tes pea ere 5 34,685 
Exploration ‘expenses! i201 = ee eee & 4,584 
Non-producing property expense _..._.-. 81,826 
Surrendered leases and write down of royalty interests (Note). 994,651 
Interest expense...) ee 115,186 
Loss on sale of investment, 5.3" 24 ee 77,397 

$ 908,129 

Income from royalties.< 3 22 eee ee 5 4,267 
Less—Depletion 0.2.52 ee ee eee 210 4,057 
Net expenses for the year 2 $ 904,072 
Deficit‘astat January: 1): 195475 eee 124,987 
DEFICIT: as;at December.6),190471- oe ee ® 1,029,059 


NOTE TO FINANCIAL STATEMENTS 
DECEMBER 31, 1954 


Included in non-producing properties in the accompanying 
consolidated balance sheet are overriding royalties received 
during the year in exchange for properties. Due to the difficulty 
of evaluation these royalty interests have been written down 
to the nominal value of $1. 


RIDDELL, STEAD, GRAHAM & HUTCHISON 
CHARTERED ACCOUNTANTS 


CALGARY, ALBERTA 


AUDITORS’ REPORT 
TO THE SHAREHOLDERS 


We have examined the books and accounts of United Oils 


Limited and subsidiary company for the year ended December 31, 


1954. Our examination was made in accordance with generally 
accepted auditing standards and accordingly included such tests of 
the accounting records and such other auditing procedures as we 
considered necessary in the circumstances. 


We have obtained all the information and explanations we 
have required and, in our opinion, the accompanying consolidated 
balance sheet and the related statement of consolidated net expenses 
and deficit are properly drawn up so as to exhibit a true and correct 
view of the state of the companies’ affairs as at December 31, 1954, 
and the results of their operations for the year then ended, according 
to the best of our information and the explanations given to us and 
as shown by the books of the companies. 


RIDDELL, STEAD, GRAHAM & HUTCHISON 
Chartered Accountants. 


Calgary, Alberta, 
April 12, 1955. 


ASSETS 


CURRENT ASSETS 


Cashin’ bank, 3a 7 2 eer ee eee 


INVESTMENTS—at cost 
Federated Petroleums, Lid. 


1,024,121 shares of common stock ............____ 


(quoted market value $5,120,605) 
Home Oil Company Limited 


235,581 shares of common stock 2... ee 


(quoted market value $2,332,252) 


Other Investnients s. 2: os oe ee ae i ee eee 


PROPERTY AND EQUIPMENT—at cost 


Lands, leaseholds, rights and development thereon 


Producing: 25 25. ee Be ee ee 
Less—Accumulated depletion —.._...__.. 
Nonproducing 3 ie 2 2 00r) a ee eae 
Equipment, furniture and fixtures 


Less—Accumulated depreciation - 


$ 3,929 
1,208 


2,727 
998 


UNITED O11 


AND SUBSIDIA 


CONSOLIDATED BALANCE 


236 


67,213 $ 67,449 


3,634,399 


1,956,452 


700 5,991,551 


2,721 
946,327 


1,729 950,777 


% 6,609,777 


NOTE: This Statement is subject 
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| LIMITED 


COMPANY 


HEET AS AT MAY 31, 1955 


LIABILITIES 
CURRENT LIABILITIES 


Canadian Bank of Commerce— 


Current account—overdratt 2... t $ 21,592 
Demand: loon: (Secured)... 4,038,688 


eC OUey Daly Crane ae rhe ew i ees te 


Due to -aitiliated companies’. phaeelee 


CAPITAL STOCK AND SURPLUS 
Capital stock 


Authorized— 
7,000,000 shares of no par value . 


Issued— 
6,299,256 shares of no par value 


audit and year end adjustments. 


> 4,060,280 
259,658 


81,869 


3,332,959 


1,124,589 


$ 4,401,807 


2,207,970 


$ 6,609,777 


UNITED OILS LIMITED 


AND SUBSIDIARY COMPANY 


STATEMENT OF CONSOLIDATED NET EXPENSES 
AND DEFICIT 


FOR THE FIVE MONTHS ENDED MAY 31, 1955 


General and administrative expenses 


(including executive remuneration $2,500) S 8,227 
Nonproducing property expenses; ~<a 6,485 
surrendered. leases!s.).4 2) oS a eg ee ee 8,282 
Interest expense: 0 ee ee 73,190 

96,184 
Income: from royalties) So ee ee D 724 
Less—Depletion (0 2.. 232 ee ee eee 70 654 
Net expenses for the period .... 95,530 
Deficit'as:at January. 1, 1950 ee ee ee zt 1,029,059 
Deficit as\at May 31.1955. ac. Seo ee ee ee $ 1,124,589 
NOTE: 


This statement is subject to audit and year end adjustments. 
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-KELLAWAY PRINT 
‘CALGARY, ALBER 


